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Fiscal Estimate Narratives
DATCP 04/24/2001

LRB Number 01-1742/1 [introduction Number AB-237  |Estimate Type  Updated

Subject
Modify ethonal subsidy program

Assumptions Used in Arriving at Fiscal Estimate

This bill would make the appropriation for aids payments to ethanol producers a sum sufficient appropriation, in
effect increasing the appropriation.

The bill also limits the amount of aids payments to any ethanol producer, to 20 cents per gallon for up to 15
million gallons within 12 months or a maximum of $3 million. '

Administration of this program, either with or without the changes presented in this bill, involves some minor
costs to DATCP. DATCP staff may need to audit the applications for truthfulness and accuracy, but the time
. commitment for each individual ethanol producer shou!d be small enough to absorb into the. department‘s

' "general duties:

Under current law, DATCP expects that initially a limited number of ethanol producers will take advantage of
this program. However, if this bill is enacted, it may induce additional investment in the ethanol productaon
industry. In turn, DATCP would have to commlt additional time to this program. A SRR

Long-Range Fiscal Implications

Potentnal ethanol plants are m Monroe Eiba, Stan!ey, La Crosse Oshkosh, and Menomonie.
At thls t:me, the expectatlon is for the following:

Cn 2002 1 plant at $3, OOO 000.

In 2003, an additional 2 to 4 plants at an additional $6,000,000 to $12,000,000.
In 2004, 1 additional plant at $3,000, 000
Total -- 6 plants at $18,000,000.

The costs shown in the fiscal estimate worksheet are the maximum annual Aids and state operations costs
during the next biennium, Total Aids paid after all the plants listed above have gone into produiction is
estimated at $18,000,000. _
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Fiscal Estimate Worksheet - 2001 Sessien
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Fiscal Estimate Narratives
DATCP 3/30/01

LRB Number 01-1742/ |introduction Number  AB-237 |Estimate Type  Updated
Subject B

Modify ethonal subsidy program

Assumptions Used in Arriving at Fiscal Estimate

This bill would make the appropriation for aids payments to ethanol producers a sum sufficient appropriation, in effect
increasing the appropriation.

The bill also limits the amount of aids payments to any ethanol producer, to 20 cents per gallon for up to 15 million
_gallons within 12 months, or a maximum of $3 million.

Administration of this program, either with or without the changés presented in this bill, involves some minor costs to
DATCP. DATCP staff may need to audit the applications for truthfulness and accuracy, but the time commltment for each
individual ethanol producer should be small enough to absorb into the department's general duties.

Under current law, DATCP expects that initially a fimited number of ethanol producers will take advantage of this
program. However, if this bill is enacted, it may induce additional investment in the ethanol production industry. In tum, .
DATCP would have to commit additional time to this program. ~

Long-Range Fiscal implications

Potential ethanol plants are in Monroe, Elba, Stanley, La Crosse, Oshkosh, and Menomonie.

At thls time, the expectatton is for the foliowmg

In 2002 one plant would begin productnon with payments of $3 000,000 in 2003.
In 2003, two plants would begin production, with payments of $6,000,000 in 2004.
In 2004, three plants would begin production, with payments of $9,000,000 in 2005.

The assumption is that the Aids payments would be paid after one year of production.

The costs shown in the fiscal estimate worksheet are the annual Aids and state operations costs for the next biennium.
Total aids paid after all the plants listed above have gone into production is estimated at $18,000, 000 This is based on
one year of payments per plant.

Damva M ~AF2
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Wisconsin Department of Administration
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Fiscal Estimate Narratives
DATCP 3/29/01

LRB Number 01-1742/1 ~ |introduction Number AB-237 |Estimate Type Original
Subject ’

Modify ethonal subsidy prbgram

Assumptions Used in Arriving at Fiscal Est:mate

Thcs bill would make the appropriation for aads payments to ethanol producers a sum sufficient appropnatxon in effect
increasing the appropriation.

Administration of this program, either with or without the changes presented in this bill, involves some minor costs to
DATCP. DATCP staff may need to audit the applications for truthfulness and accuracy, but the time commitment for each
individual ethanol producer should be small enough to absorb into the department's general duties.

Under current law, DATCP expects that initially a limited number of ethanol producers will take advantage of this
program. However, if this bill is enacted, it may induce additional investment in the ethanol production industry. In tumn,
DATCP would have to commit addmonal time to this program. ,

Long-Range Fiscal implications

Potential ethanol plants are in Monroe, Elba, Stanley, La Crosse, Oshkosh, and Menomonie.

At this time, the expectation is for the following:

In 2002, one plant would begin production ‘with payments of $8,000,000 in 2003.
-In 2003, two plants would begin production, with payments of $11,000,000 in 2004.

o -In 2004, three plants would begin production, with payments of $10, 000 000 in 2005

The assumptlon is that the Axds payments would be paid after one year of productlon

The costs shown in the fiscal estimate worksheet are the annual Aids and state operations costs for the next biennium.
Total aids paid after all the plants listed above have gone into producnon is estimated at $29,000,000. This is based on

one year of payments per plant.
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Fiscal Estimate Worksheet - 2001 Session

Detailed Estimate of Annual Fiscal Effect
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by
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Director, Congressional & Public Affairs
Renewable Fuels Association

Madison, Wisconsin

April 26, 2001

Mr. Chairman and Members of the Committee, I want to thank you for inviting me to participate
in today’s important hearing regarding the development of an ethanol industry in the State of
Wisconsin. An in-state ethanol industry will provide significant economic development in rural
communities while reducing the need to import fuel supplies.

I"d like to take the opportunity today to provide a broad overview of the U.S. ethanol industry,
including the numerous environmental, energy and agricultural benefits afforded by the
production and use of ethanol. I’ll also discuss the many opportunities and challenges facing the
domestic ethanol industry in the new century.

Background:

The Renewable Fuels Association is the national trade association for the U.S. ethanol industry,
located in Washington, D.C. Our membership includes ethanol producers and industry suppliers,
gasoline marketers, agricultural organizations and state agencies dedicated to the continued
expansion and promotion of fuel ethanol.

Today’s domestic ethanol industry consists of 62 production facilities located in 20 states withan
annual production capacity of more than 2 billion gallons. Last year the industry achieved a
production record of 1.63 billion gallons, and in 2001 continues to break production records each
month. As production capacity continues to expand, the industry is on track to produce 2 billion
gallons in 2001. The industry continues to set production records each month, and enthusiasm

for an expanded industry abounds. Anticipating an increase in demand for ethanol, several new
plants and expansions are underway. There are 6 new plants and 34 expansions representing

more than 320 million gallons of production slated for completion this year, and another billion

The Renewable Fuels Association is the national trade association for the domestic ethanol industry




gallons of production scheduled to begin construction within the next two years. Interest among
farmers to take ownership of ethanol production facilities to add value to their crop has resulted
in a record number of farmer-owned cooperative projects underway.

Ethanol is produced from a variety of feedstocks including corn, grain sorghum, barley, sugar
cane, wheat, potatoes, food and beverage wastes such as beer, cheese whey, soft drinks, candy,
tea, wine, and fruit juices, forestry and paper wastes, and other biomass. In addition, the ability
to produce ethanol from cellulose such as rice straw, corn stover and municipal solid waste will
result in the location of ethanol production facilities outside of the traditional "grain" belt,
bringing economic development to rural economies across the country.

The expanded production and use of ethanol promotes several laudable public policy objectives,
including rural economic development, environmental improvement and energy security.

Economic Benefits:

The processing of grains for ethanol production provides an important value added market for
farmers, helping to raise the value of commodities they produce. As the third largest use of corn
behind feed and exports, ethanol production utilizes nearly seven percent of the U.S. corn crop,
or nearly 650 million bushels of corn. The production of ethanol has sparked new capital
investment and economic development in rural communities across America, including here in
Indiana. Industry growth offers enormous potential for overall economic growth and additional
employment in these smaller communities. The U.S. Department of Agriculture estimates that a
100 million gallon ethanol production facility will create 2,250 local jobs for a single
community. '

According to a report prepared for the Midwestern Governors’ Conference, the economic impact
of the demand for ethanol:

adds $4.5 billion to farm revenue annually

boosts total employment by 195,200 jobs

increases state tax receipts by $450 million

improves the U.S. balance of trade by $2 billion

results in $3.6 billion in net savings to the federal Treasury

Air Quality Improvement:

Ethanol, a high-octane, high-value fuel, continues to be one of the best tools we have to fight
pollution from vehicles. As an oxygenate (ethanol contains 35% oxygen), ethanol enables a
more complete combustion of fuel. The use of ethanol reduces emissions of all the major
pollutants regulated by the U.S. Environmental Protection Agency, including carbon monoxide,
particulate matter, exhaust volatile organic compounds and hydrocarbons. Ethanol is also an
effective tool for reducing air toxics in gasoline, which the EPA classifies as known or probable
human carcinogens. It is in this context that ethanol is blended in the ozone non-attainment areas
of southeastern Wisconsin as part of the federal reformulated gasoline (RFG) program. The EPA
and the Wisconsin Department of Natural Resources credit this program with substantial
reductions in toxic vehicle emissions and volatile organic compounds (VOCs), precursors to
ozone formation.




As a renewable fuel, ethanol can dramatically reduce greenhouse gas emissions, such as carbon
dioxide, a contributor to global warming. A recent report by Argonne National Laboratory
concluded ethanol produced from Midwest corn reduces greenhouse gases by 35-46% compared
with gasoline, and the number rises with cellulose ethanol production. Ethanol is a safe,
biodegradable fuel that does not pose an environmental or public health threat to water or soil,
and has been awarded a “clean bill of health” by the California Environmental Policy Council.

Potential Market Growth

Demand for ethanol as an oxygenate, octane enhancer and blending component has never been -
greater. The need to expand tightly limited fuel supplies, replace the volume lost as MTBE is
phased out of gasoline nationwide, and the opportunity to expand the use of ethanol in RFG
across the country, notably in California and the Northeast, represent exciting and dramatic
growth opportunities for the U.S. ethanol industry. '

U.S. Energy Policy: : :

While the U.S. enjoys the lowest cost energy of anywhere in the world, the recent hike in
gasoline prices reminds us how vulnerable we are to the decisions made by a few oil producing
countries. Our foreign policy, our defense policy and our economic policy are still largely
dictated by our nation’s desperate need for oil.

We are as hostage to the whims of OPEC today as we were during the height of the energy crisis
in the 1970s that threw our economy into a tailspin 25 years ago. In fact, we are even more
dependent now than we were then. In 1973, the United States imported just slightly more than
30% of domestic consumption. Today, we are importing almost twice that amount.

As noted by the American Petroleum Institute recently on its web site, “We import some 55
percent of our crude oil, meaning that we are at the mercy of foreign oil producing companies.”

We must develop and implement a domestic energy policy that promotes the expanded
production and use of domestically produced, sustainable renewable fuels such as ethanol.
Without it, we will continue to rely on rogue nations for our insatiable appetite for Middle East
oil, and consumers will continue to remain vulnerable to price shocks and exaggerated energy
costs,

In the near term, ethanol remains an option to increase liquid fuel supplies and reduce consumer
gasoline costs across the country. But we should take far more aggressive steps to formulate a
national energy policy that will lead us to energy and economic independence.

Ethanol Can Provide Needed Fuel Supplies:

As noted recently by the National Petrochemical & Refiners Association, “the U.S. is gravitating
toward a situation in which demand for refined products is overtaking the capability of
traditional supply sources.... With existing refining capacity essentially full, the U.S. will have
to find additional sources to cover the incremental demand.” Domestic energy sources such as
ethanol can provide that incremental supply, help reduce our dependence on imported energy and
increase our energy security.




Renewable fuels are critical to U.S. energy policy and will be increasingly important partners
with petroleum to assure the continued cost-effective supply of clean-burning fuels. Ethanol-
blended gasoline is sold in every state, and particularly in ozone and carbon monoxide non-
attainment areas where ethanol is used by refiners as an oxygenate to comply with Clean Air Act
requirements. Ethanol’s high octane and clean air benefits make it a logical choice for refiners in
addressing the production constraints caused by numerous environmental challenges, including
low-sulfur gasoline, the phase-out of MTBE and toxic reduction performance standards.

Ethanol can and should be a more consistent partner with domestic oil companies to provide the
incremental additional supplies that are obviously needed. This is particularly true when there
are unexpected disruptions in production or distribution such as that which occurred last summer
here in the Midwest. Again, the domestic ethanol industry is producing at a record pace. This
year we will likely shatter all previous production records. We are prepared to meet the
challenge for increased fuel supplies -- today. All we need are oil companies willing to
supplement their tight supplies of petroleum and prov1de consumers with a high octane, low cost
alternative fuel — ethanol.

MTBE Phase Out '

While the federal reformulated gasoline (RFG) program has been a tremendous success, taking
the equivalent of 16 million vehicles off the road each year, the decision by refiners to use
MTBE to satisfy the oxygen content requirement in most RFG has had a devastating impact on
water quality. The U.S. Geological Survey reports that MTBE has been detected in 27 percent of
urban wells nationwide. MTBE has an unpleasant odor and renders water undrinkable. Last
year the U.S. EPA recommended phasing out the use of the petroleum-derived chemical. In
RFG areas, the problem is more severe. In Wisconsin, consumer backlash to the introduction of
MTBE-blended RFG in 1995 resulted in a switch to ethanol blended RFG. As aresult, the
unpact of MTBE contamma‘uon in W1sconsm water sources has been mummzed

As testament to the growmg congressxonal interest in resolvmg the MTBE Cl‘lSlS, numerous bills -
have been introduced to amend the Clean Air Act and the RFG program to phase-down or
eliminate MTBE while preserving a role for ethanol in this important program. We will continue
to work with the relevant committees and stakeholders to ensure the air quality benefits of the
RFG program are maintained and that there is a meaningful and growing role for the renewable
fuels industry.

A recent report prepared by AUS Consultants, Inc. for the Governors’ Ethanol Coalition
demonstrates that the ethanol industry can quickly double production within two years to meet
new demand created by a nationwide phase out of MTBE. According to the report:

¢ Replacing MTBE with ethanol would increase the demand for ethanol to nearly 3.2
billion gallons per year by 2004;
e The ethanol industry can increase production capacity from 1.5 billion gallons to 3.5
~ billion gallons per year by 2004 - more than exceeding the greater demand;
e The increased capacity would come from increased utilization of existing plants,
expansion of existing facilities, new plants currently under construction, and proposed
facilities currently in various stages of development;




e Using ethanol to replace MTBE will prevent an oxygenate supply shortage that could
result in increased gasoline prices;

o Expanding ethanol capacity will result in $1.9 billion in new investment;

¢ Construction activity and increased commodity demand will add $11.7 billion to real
GDP by 2004 and increase household income by $2.5 billion; and '

e Switching to ethanol will create more than 47,800 new jobs throughout the country.

Highway Impact

The Transportation Equity Act for the 21% Century (TEA-21) authorizes federal highway
programs for the six-year period FY 1998-2003. Enacted on June 9, 1998, TEA-21 provides
significant new funding for highway programs, highway safety and mass transit. Since federal
motor fuel taxes are a primary source of funding for highway programs, the issue has arisen as to
what is the revenue impact of ethanol-blended fuels on Federal highway aid to the states. In
order to encourage the use of renewable fuels, Congress has provided ethanol-blended fuel with
a lower rate of tax than that imposed on gasoline.

Although motor fuel containing ethanol does generate less revenue into the Highway Trust Fund,
gasohol sales do not reduce funding for the majority of Highway-aid programs. This is because
nine of the eleven major highway apportionments are determined by statutory formulas of which
ethanol tax receipts are not a factor. The only two categories where gasohol receipts are a factor
the Surface Transportation Program (STP) and the Minimum Guarantee. However, for the STP,
all highway user receipts (of which gasohol is only a minor portion) account for only 35% of the
funding formula. The other 65% is weighted between lane miles and vehicle miles traveled.

Under TEA-21, Wisconsin has received a record increase of 52.6% in highway funding from the
Federal government during the period FY 1998-2003, higher than the national average. Despite

the fact that highway user receipts including receipts from gasohol are counted in the STP,
Wisconsin has continued to receive increased funding for the STP from FY 1998 through 2001.
Under the STP, Wisconsin has received a total of $1,311,373 from FY 1998-2003. Wisconsin’s
apportionments for the STP have steadily increased as follows: $120,161 in FY 1998; $139,393
in FY 1999; $151,555 in FY 2000; and $168,612 in FY 2001.

Under TEA-21, Wisconsin is guaranteed to always receive a minimum of 90.5% of its
percentage contributions to the Highway Trust Fund. Under the Minimum Guarantee program,
Wisconsin will receive additional highway funding in the amount of $1,059,099 for the six-year
period under TEA-21.

The Renewable Fuels Association is greatly concerned that some states are being penalized with
regard to Highway Trust Fund receipts due to ethanol fuel sales. Congress established a federal
ethanol program as a means to encourage the development of a domestic, renewable energy
industry and to assist American agriculture.

To alleviate this problem, we support changes in the tax code that will direct all revenue from
ethanol-blended gasoline that currently goes to deficit reduction into the Highway Trust Fund,
and will be working with the Congress this year to address the treatment of gasohol tax receipts
under TEA-21. Currently, 5.46 cents of the 13.1 cents gasoline tax on 10% ethanol blended fuel




is diverted from the Highway Account. This diversion is greater than the entire amount of the
ethanol tax credit of 5.3 cents. Even if only the 2.5 cents of the ethanol tax incentive currently
diverted to the General Fund for deficit reduction purposes were transferred to the Highway
Account, this would provide an additional $355 million for Federal highway programs. We have
met with Congressman Petri’s office and will continue to work to see that at a minimum, this
legislative fix is made.

Conclusion:

Opportunities for expanding ethanol’s market penetration in the U.S. fuel market abound, both in
existing markets and new market development. Clearly, the ethanol industry is poised to meet
new market demand. The industry is on pace to break all previous production records in 2001.
The question is will the market be there? If regulatory and marketplace challenges are resolved
in ethanol’s favor, the answer is undeniably yes. New demand will lead to significant industry
growth and expansion into new feedstocks.

It is clear that in the near term ethanol will play an important role as we seek to reduce MTBE
water contamination, maintain the air quality benefits of RFG, and assure access to reasonably
priced gasoline. For the long term, the United States must develop a more responsible and ,
proactive energy policy, which includes greater use of domestic, renewable fuels such as ethanol.

Thank you.
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April 26, 2001

The Honorable Tom Sykora
Wisconsin State Assembly
Madison, WI

Dear Tom:

IwiahloouldbeinMadiaonthismomingtotesﬁtyiusupportofyourbill,AB237,
which would provide state support for the development of ethanol plants in Wisconsin,
Unfortunately, all week I have been in Washington, D.C. working on a varietyof
measures of importance to Wisconsin agricultural producers, including working with the
staff of U.S. Rep. Ron Kind to draft a piece of federal legislation to support another form
of renewable energy from agricultural waste.

Thope this letter reaches you in time so that you can introduce it into the hearing record.
The Wisconsin Farmers Union supports your bill, AB 237, and believes it will do a lot to
foster further development of ethanol production in this state. The Wisconsin Farmers
Union thinks expanded production of various types of renewable fuels would be
beneficial to our state's farmers, the state economy in general and our state's consumers as
well. Certainly our experience with the spikes in natural gas prices this winter and the

dicted gasoline prices forecast for this summer point to the need for legislation of this
type.

Once again, I wish  could be there 1o testify in person an behalf of the WFU. I hope this
letter of support will be useful in advancing the cause of this important bill.

SWZ yours,
". ’

Robert
Assistant to the President

117 West Spring Street, Chippewa Falls, Wisconsin 54729
Phone (715) 723-5561 « (800) 272-5531 Fax (716) 723-7011

o



AN ETHANOL INCENTIVE PROGRAM FOR THE
STATE OF WISCONSIN

The federal government is committed to ethanol production. Bipartisan support from
President Clinton to President Bush reflects that the time for ethanol production in-

Wisconsin is now.

“Ethanol is one product that helps America’s farmers and aids in making our air
cleaner. I support the current ethanol program and would support its extension beyond
the 2007 expiration date. I also believe we should encourage the development of new

technologies for cost-effectively producing ethanol, bio-diesel fuels, as well as other

products.”
President George W. Bush

Prepared by: State Representative Tom Sykora
Bob Sather—Secretary, The Wisconsin Ethanol Producers Association




THE INCENTIVE PROGRAM WISCONSIN NEEDS

The State of Minnesota currently has 14 ethanol plants and Wisconsin has none. The
State of Minnesota provides an incentive of $3 million dollars per plant for up to 10
years.

Ethanol plants are financially high-risk ventures that depend upon income from two
volatile commodities: corn and ethanol. Bankers will not provide financing without an
assurance of a 10-year incentive commitment similar to that of Minnesota. This is true
even with a high equity ratio to the loan. Without a state incentive program similar to
that of Minnesota, Wisconsin simply will not produce a significant amount of ethanol.

ECONOMIC BENEFIT TO THE STATE

For every dollar invested in the incentive program, Wisconsin will receive $18 in return.
The total economic benefit to the State would be about $ 500 million dollars. (Research
obtained by studies from the State of Minnesota Department of Agriculture).

Job creation: The six proposed ethanol plants will create an additional 3,874 jobs both
directly and indirectly.

A new industry for the state: Wisconsin has no ethanol plants. With an adequately
funded program, the state could have six plants producing nearly 150 million gallons of
ethanol annually. This will be 150 million fewer gallons that the state will need to import
.and at the same time lt w111 reduce depcndence on foreign oil: more money stays in

b Wzsconsm

Benefit to Farmers: Ethanol plants will increase the price of corn about 30 cents a
bushel (USDA estimate) due to greater demand. This will directly put an additional $120
million dollars in to farmers pockets. Corn is Wisconsin’s largest field crop.

Farmers now ekport 60% of their corn crop at great expense to the farmers. Ethanol
plants would vastly reduce the export of corn.

Farmers could be financially advantaged with the byproduct of ethanol, distillers grain.
This is a high protein cattle feed, which would be less cost to farmer’s competitive
similar cattle supplements.

Benefit to the Environment:

As a gasoline additive, it will significantly reduce hydro-carbons and other noxious auto
emissions.




Ethanol is biodegradable; if spilled it will not harm water, land or air. The alternative to
ethanol is a gasoline blend known as MTBE. MTBE seriously contaminates ground water
and will not be allowed to be used in some states.

Federal Reimbursement under the Transportation Equity Act-21:

The new federal reimbursement formula to aid Wisconsin highways will be increased by
52%.from FY-1998 through FY-2003. The newly created funding categories vastly
reduce previous reimbursement penalties for states that use ethanol.

Summary for an Adequate Ethanoi Incentive Program for Wisconsin:

Full funding for the producer payment legislation will: enhance rural
economy/development, increase the value of corn and create a whole new industry in the
State. The incentive program is indeed an investment that will repay many times over the
initial cost to the State.

Remember that the State pays nothing until the plants are built, the jobs created,
and the ethanol is produced. The proposed expanded State of Wisconsin ethanol
incentive legislation is not an expense to the State; it is an investment that will
return to the State many times its original investment.
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Local News February 23, 2001 Issue

Parishes, individuals told
how to help environment

Bp. Robert Morneau gives keynote address at mterfalth
climate change conference

By Sarah Malcore
Compass Correspondent

Environmental issues and worship may appear unrelated, but they
are connected, said speakers at an interfaith conference on climate
change and global warming. The 100 attendees learned what their
parishes can do at the Feb. 17 session at the UW-Green Bay
Ecumenical Center.

Green Bay Auxiliary Bp. Robert Morneau was the keynote

speaker at the conference, which mcluded a discussion of the
scientific aspects of what global warming is and why it is
happening.

Afternoon sessions looked at what parishes and individuals can
do.

Rich Bogovich stressed the need to influence legislators and
public opinion. "We Americans are responsible for 25% of the
greenhouse gases and we only make up 4% of the Earth's
population. That is why it is our responsibility to work toward
fixing this problem."

Bogovich of Wisconsin Environmental Decade, said "talks on
global warming were scheduled to be completed before the end of
the Clinton Administration, but did not happen. Now under the
Bush Administration, things will be held up for a few months.
This is not necessarily a bad thing because the administration
commented that 'they would like to have the time to become
familiar with the issues at hand."

Eric Mosher, a climate specialist with the Wisconsin Department

http://www.gbdioc.org/compass/2001-02-23/01¢n022313.htm 4/30/01
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of Natural Resources, advocates forming congregation or
neighborhood Eco-Teams.

Eco-Teams, Mosher said, "support each other in actions taken to
help conserve energy. An Eco-Team does a number of things
including helping people realize the effects that our actions have
on the environment. It helps bring responsibility back to 'me'.

"The Eco-Team also gives people a chance to work together to
learn new tricks on conservation," Mosher said. "In addition to all
the positive benefits forming an Eco-Team has to offer, it is a
great opportunity to meet new people."

Mike Mangan, coordinator of Wisconsin Interfaith Power & .
N Light and an alternative energy specialist, spoke about becoming
an energy stewardship congregation. ——

"The goal of a being a member of the Wisconsin Interfaith Power
& Light is to find ways to save energy and money," Mangan said.
"We are 'called into action' to find things we can do at home and
in our religious community to reduce energy consumption which
will in turn reduce the global climate change."

Mangan hopes to get 50 like-minded parishes to join together.
"Once this occurs, each parish will be encouraged to tighten up
the buildings and save energy. There is also talk about the
potential group to go in together to get a utility wind turbine. The
- wind turbine will hopefully present a symbolism to other parishes
and cause more to participate in using the clean and free resource
that God has provided us."

The Rev. Dave Steffenson, coordinator of the Wisconsin
Interfaith Climate Change Campaign, said, "Sometimes priests
are reluctant to start new programs within a parlsh for the simple
fact that the question of 'who will oversee this' arises, and the
pastor often ends up with one more thing on his plate."

But, he remains optimistic and said that reluctance by a pastor is
not a reason to give up. "It only takes one enthusiastic individual
to get a program like this off the ground, and that one person is
the one to make the difference," the Rev. Steffenson said.

This issue's contents | Most recent issue's contents | Past issues
index

Top of Page | More Menu ltems | Home
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The Country Today

Ev

Ethanol/Corn growers excited

from Page 1A

“Water is one of our pre-
cious resources, and we have
very  good- water in
Menomonie. It’s one of those
resources that seems to be end-
less, but it’s not.”

Odor problems at the
Gopher State Ethanol plant in
St. Paul have raised some con-
cems in the Chippewa Valley.
Residents near that plant have
complained about a continuous
foul odor and health problems
since part of a former brewery
was converted into an ethanol
plant.

“The quality of life here in
Menomonie is what I’'m most
concerned about,” Ms. Luitjen
said. “I love living here, and 1
don’t want to see that threat-
ened.”

But developers say compar-
ing the St. Paul plant to those
proposed in Wisconsin is like
comparing apples to oranges.

Organizers of the St, Paul
plant, which opened last spring,
cut corners to save costs, used
outdated equipment and had
poor management, said Larry
Johnson, business development
director for Delta-T, an ethanol
- design and consulting firm in
Williamsburg, Va.

Delta-T, which is designing
the Stanley plant, will use the
best technology to prevent odor
problems, Mr. Johnson said,
adding he has done consulting
work for the St. Paul plant.

Mr. Johnson said the air
quality around the ‘St. Paul
plant is poor, the Mississippi
River produces strange air cur-

rents and the plant is in a dense-

ly populated residential area.

The odor is generated from
drying distillers grain, Mr.
Samtardzich of Ace Ethanol
said. If the mash is dried at cor-
rect temperatures and not
scorched, there should be no
odor, he said.

M. Stokke said he knows of
the struggles some ethanol
plants have had with odors, so
Stonic Energy plans to install a
thermal oxidizer.

The device, which isn’t
required and is expected to cost
at least $1 million, should stop
nearly 100 percent of the odor
escaping the plant, he said. It’s
the same piece of equipment
Gopher State owners have pro-
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problems in St. Paul. A thermal
oxidizer is not planned for the
Stanley plant.

The Menomonie plant also
will have a 120-foot smoke-
stack that is expected to pump
emissions far away into nearby
farm fields, where there is less
housing density.

“This is definitely a benefit
to the city, as far as using a
local product,” Mr. Stokke said.
“We need these types of things
around to use a local product.
The corn growers and the farm-
ers are vitally interested in
this.”

Jerome Prochnow, a farmer
in Rusk, a community of about
40 people northeast of the pro-
posed Menomonie plant, said
he doesn’t expect an odor prob-
lem. ,

With glass and hardwoods
factories already near the site,
he said, residents never have
had a problem with emissions.

“Any emissions that do
come will rise above anything,”
said Mr. Prochnow, who has
been chairman of the Red
Cedar town board for 26 years
and is on the Dunn County
Board.

He said that if the plant is
built right, as developers have
promised, even nearby resi-
dents won’t catch a whiff,

Mr.  Spooner, of Ace
Ethanol, said corn soon will be
a hot commodity in the
Chippewa Valley.

“It’s going to take 175 acres
a day to feed this plant, so it’s
going to take a lot of com,” he
said.

The ethanol plant will act
like its own grain elevator, post-
ing a new market price each
day. It will have the capacity to
store several thousand bushels
of corn, or enough for about 30
days of production.

Pat Rasmus, a Chippewa
County corn farmer and a
member of the Wisconsin Com
Growers Association board of
directors, is excited about
potential boost he expects
ethanol plants to give regional
farmers.

It’s hard to predict how
much the plants will drive up
the price of com, but it can’t
hurt to add new major buyers to
compete with The Turkey Store
in Barron, Gold’'n Plump in
Arcadia and shipping comn by

Mr. Rasmus said. If nothing
else, transportation costs
should be reduced for farmers
who sell their corn to the plants.

“Anytime you've got to
truck it less, that’s more money
in your pocket,” and every little
bit helps in these lean times for
farmers, he said. ‘

With dairying not as prof-
itable as it once was, more
farmers are selling their cows
and going into grain produc-
tion, so any boost from the
ethanol plants ‘would help a
growing sector of the region’s
farmers, said Bob Denman,
assistant to the president for the
Chippewa Falls-based
Wisconsin Farmers Union.

Dairy farmers also may
benefit from the availability of
distillers grain, which they
anticipate would be cheaper if
it were produced locally. .

‘Marv Prestrud, a dairy
farmer from Prairie Farm, said
he uses distillers grain for about
10 percent of his feed. He
might use more if the presence

-of local plants knocks the price

down, particularly if they sell it
wet for a much lower price.

Mr.  Prestrud predicted
many local farmers will begin
to feed distillers grain once the
plantsopen. . '

Farmer Wayne Lechleitner
of Stanley, who lives about a
mile north of the proposed
plant site, said he’s interested in
getting a job at the plant and
possibly scaling back on his
farming,.

“It sounds like there’s going
to be some pretty decent jobs,”
he said. .

Mr. - Lechleitner, who has
farmed for many years, is excit-
ed about a potential year-round
market for the 10,000 bushels
of corn he grows each year on
about 200 acres.

“1 haven’t heard anything
negative on it,” he said of the
plant. “It’s so new that nobody
knows what to expect. We
don’t have anything to compare
it to.”

If he doesn’t get a job at the
plant, Mr. Lechleitner said rent-
ing up to 1,000 acres of addi-
tional nearby land to grow
more corn is a possibility.
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The city also has a lumber mill and creamery
downtown that provide about 30 jobs each, the
mayor said, so the ethanol plant ranks among its
largest employers. ‘

The ethanol plant sits on high ground about a
mile north of downtown Preston. The city is in
a valley in the far southeastern part of the state.

Motorists driving west on busy Highway 52

_can see the smoke billowing from Pro-Corn’s
tall stack from miles away. On most days, the
smoke floats northeast into nearby farm fields
before dissipating.

Thus far, Quanrud s4id, the plant hasn’t

- prompted any major spinoff business — such as
a new restaurant or convenience store — but it -

_has produced subtle benefits for Preston, the

~county seat of Fillmore County.

Existing stores, such as feed mills, truck
repair shops and restaurants, are getting more
business. And the ethanol plant’s success has
prompted other businesses to inquire about set-
ting up shop in the industrial park, Quanrud
said. .

The park has about 43 acres, with the ethanol
plant occupying 17 acres. The city had a power
substation and sewer service at the site.

The City Council authorized extending water
to the area, but Pro-Corn is being assessed for
most of those costs, Quanrud said.

Plus, the ethanol plant has helped increase the
price farmers receive for their corn by up to a
dime a bushel. Those farmers also save on ship-
ping costs because they no longer have to truck
corn 50 to 60 miles to the Mississippi River.

Mixed reactions . :

Most residents in this small city just north of
the lowa border have welcomed the plant. But
there are exceptions.

“It’s progress, and progress is never nice,”
Quanrud said. “People always object because it
wasn’t that way yesteryear. People don’t like
change; that’s part of small-town living.”

One of the primary complaints, as with any
ethanol plant, is the odor of its emissions.

Either you love it or you hate it, Preston resi-
dents said, and it largely depends on the sensi-
tivity of the person’s nose.

Quanrud, who lives north of the plant where
the largest gusts of emissions blow, said it’s
. never bothered him or his neighbors.

Luverne Soland, a carpenter who lives about 3
miles out of town, said emissions from the plant
_can be strong, but it’s nothing that affects his
 life.
“If the wind stays the right direction, it does
-~ get a bit irritating,” Soland said. “But if I had a
- choice between smelling an ethanol plant or a
~ hog house, I'd choose the ethanol plant any day

Ethanol/Odor irks son

Preston

Staff graphic by Kathy Nelson

of the week.”

Residents’ descriptions of the smell ranged
from burnt popcorn, yeast and baked bread to
stale beer.

Many compared it with smells gusting in from
large hog operations because several such farms
sit outside the city limits, blowing a stench from
miles away on warm summer days.

Sue Bisco, whose parents own True Value
Hardware store downtown, said the scent
doesn’t bother her.

- “I think it smells like a bakery, but my son

just hates it,” she said. “It depends on which

way the wind blows, and usually it doesn’t blow
over town too much.

“It’s country; it’s a small town,” Bisco said.
“You have smells. That’s all there is to it.”

Roger Rindels, superintendent at Preston Golf
and Country Club, about a half-mile southwest
of the ethanol plant, said the emissions some-
times blow over the golf course.

But it’s only when the wind is strong from the
northeast, he said, which rarely happens.
Although some golfers have mentioned it,
Rindels said, “it’s not that big of a deal.” -

Steve Bahl, manager of the Branding Iron
Supper Club, which sits atop a large hill leading
into Preston, said some residents complain
about the smell.

“It doesn’t really bother me, but I know there
are certain people it does,” he said.

Bahl said he hasn’t heard many complaints
from customers because the odor mainly stays
outside his restaurant. “I’ve never really noticed
it inside,” he said.

His brother, Andy Bahl, who works at Root
River Hardwoods across the street from the
ethanol plant, said some of the employees there
have complained.

The biggest downside is its smell, Andy Bahl
said of the plant, which is directly north of the
store. He added that he supports it, though,
because it’s good for the community.
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Good for business

Dave Hanson, manager of Hanson Tire
Service, said his business about a half-mile
south of the plant also deals with odor.

- ““We get a minimal amount of smell out of it,
but nothing really serious,” he said.

No employees have complained about health
problems, Hanson said. “You get your days -
‘where it’s a little bit stronger than others.”

But Hanson said he’ll put up with a little odor
‘because of the work the plant has generated for
the business.

He 'said the continuous truck traffic in and out
«of the plant each day has led to a large increase
in tire repairs. N

“It definitely is a plus for us,” Hanson said.

. His sentiments were common among Preston
Ttesidents: Supporting agriculture is more impor-
itant for residents than occasionally having to
ismell a baked-bread odor.

i “It’s a benefit to the town,” resident Orville

~ Jensen said of the plant. He farms.on about 160
~.acres. “We should have had more of this stuff
tyears back instead of chasing it out of town.

| “It’s either support this or sup-
iport the Arabs,” Jensen said,
ireferring to the locally produced
igasoline additive as a way to
freduce the country’s reliance on
:Mideast oil imports.

- Since the ethanol plant has
imoved to town, business has
icked up at True Value. Plant
remployees buy electrical equip-
iment, hardware, paint, food,
fgreeting cards and other items,
{Bisco said.

“I'think that ethanol plant is a
‘very much-needed business in
town,” said Art Callanan. “If
_youdon’t keep the farmers

~ around and have them making

years back instead
of chasing it out of
town. .
— Orville Jensen,
Preston, Minn.,
resident

ne, tolerable for others

Growing acceptance

- Callanan said the plant’s smell isn’t residents’
main source of frustration. People are kicking
themselves because they missed an opportunity
to invest.

“Renewable fuels are the wave of the future,”
he said. “Ten years from now there should be a
lot of this stuff around. One hundred years from
now we're not going to have any oil in the
ground.” o

He said the ethanol plant rarely is discussed
anymore during morning chat sessions at Chic’s
Pizza, a popular downtown hangout.

“It’s here. It’s good for the community, and I
think people have just accepted it,” he said.

Resident Bob Luck, an avid bicyclist on
Preston’s many bike trails, said he supports any
venture that protects the environment.

A few residents said the plant just off
Highway 52, a major thoroughfare leading into
Preston, is an eyesore. They said its lights at
night add to the city’s blemished skyline. The

plant runs 24 hours a day, seven
~ days a week, nearly year-round.

But Luck, a lifetime Preston
. resident, said the plant looks

" impressive at night. “It looks

* .- like another town,” he said.

- Quanrud, the mayor, said he
- has heard no complaints from
- residents about the site.

“Eighty percent of the people
(driving by) probably don’t
even know what it is,” he said.
“They probably don’t even look
over there.”

However, news that the plant
is seeking to double in size,

_the money, no one’s going to.”

- Farmer Dawson Grabau, who grows about
-100 acres of com, said the revenue for his corn
has increased about 10 to 15 cents a bushel.
That is coupled with the savings he gets by not
‘trucking his 10,000 bushels down to barges at
‘the Mississippi River.

“Anybody can sell corn up there, whether

_ they’re a shareholder or not,” he said.

* Grabau, who also is a shareholder in the ven-
_ ture, said he is making money from his invest-
~ ment in the plant.

- “Tthink it’s been a very good idea,” he said.

Grabau also uses distillers grain to feed his
_ cattle. The byproduct is in high demand by
 farmers throughout the state. Many farmers use
__the high-protein feed to mix with other feeds

“because they can get it at less cost.

~ “There’s basically a waiting line,” he said.

, ’ from producing 20 million gal-

lons of ethanol a year to 40 mil-
lion, has triggered debate from a few residents,
Quanrud said.

But that’s the same group that protests every
major project in town, he said.

“I think you’re going to have people com-
plain; I don’t care what it is,” Quanrud said.

The plant plans to add an extra 75 feet to its
100-foot smokestack and add a scrubber device,
which will cut emissions immensely, Quanrud
said. Plant officials have complied with nearly
every city request.

“These people do a heck of a job,” he said. “If
we get that 75 and a scrubber, people won’t have
nothing to complain about.”

Widholm can be reached at 723-0303 or
eric.widholm@ecpc.com.
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Sykora, who doesn’t antici--
ate much opposition to the

‘thanced legislation, suggest-

1 discussion of the 10-year
tbsidy program is partly
;sponsible for the flurry of

" terest in building ethanol

lants in the state.

“We wanted to be competi-

ve with Minnesota,” he said.

They have a successful pro-
»

+ m .
- While the duration and size

f the per-gallon subsidy may
¢ similar in the two states, a

! 1ajor difference is that

finnesota’s incentives don’t
ave a cap. Thus, subsidies to
ic Minnesota ethanol industry

. saled about $35.5 million

15t year, while Wisconsin law

aps subsidies at $3 million —
figure Tregoning predicted
1e Legislature would
icrease. :
Sykora and Rep. Joe Plouff,
)>-Menomonie, said they are
arilled to have plants pro-

* osed in their districts.

“The farm-

rs up here are

eally hurting,.

nd this

hould be a

ig help,”

iykora said. *
Renewable

uels will help

he environ-

" nent and the

arm econo-

ny. Plouff said,
_egislation to ex

its to producers is getting

upport from both parties.
Sueling growth

Proponents justify the subsi-
lies by saying ethanol plants
will create jobs in Wisconsin,
ielp farmers by boosting corn
srices, reduce the pation's
iependence on foreign oil and
“mprove the environment by
naking a cleaner-burning fuel.

A 1994 study by the state
Energy Division estimated the
sreation of 100 million gallons

-of ethanol production capacity

in Wisconsin would generate
the equivalent of 1,000 jobs a
year for 24 years, Wichert .

" said. That would include jobs
. in ethanol plants and related

industries. .
“Getting into ethanol pro-
duction rakes sense for
Wisconsin,” said Monte Shaw,
communications director for
the Renewable Fuels
Association, an ethanol indus-
try trade association based in
Washington, D.C. “Would you
rather bring all of your fuel in
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Government support

The ethano! market is almost
entirely a result of state and fed-
eral subsidies and regulations,
according to an analysis last year
by the National Council for

Science and the Environment.

, . The federal ethanol program
| encourages gasoline marketers

! and blenders to use ethanol by

; making them eligible fora

. reduction of up to 5.3 cents per

. gallon on the federal excise tax

i on gasoline, whichis 18.3 cents

 per gatlon. ]

. Several states, particularly
those in the Corn Belt, also have
their own incentive programs.
Wisconsin and Minnesota, for
instance, offer cash payments of
20 cents per gallon to ethano}
plants for a portion of their pro-
duction. -

These tax-funded breaks help
thake ethanol more competitive

| with conventional gas, which

: generally is cheaper to produce.

1 After being denatured, or
made unfit for human consump-
tion, ethanol generally is blended
at up to 10 percent with gasoline
when used for fuel. The mixture
sometimes is called gasohol.

But critics have questioned the

' appropriateness of an industry
that’s completely dependent on

~ what they call corporate welfare,

especially when production is
concentrated among a few large

- producers and the industry is a

major contributor to political
campaigns. The top 10 compa-
nies account for abont 82 percent
of U.S. ethanol production
capacity, the NCSE report indi-
cated.

Archer Daniels Midland, for
instance, is the nation’s No. 1
ethanol producer and also one of
the Jargest sources of unregulat-

- ed campaign contributions to the
" national political parties, said Jay
Heck, executive director of
Common Cause in Wisconsin.
“That sure has the appearance
of a quid pro quo,” Heck said.

“Absent those soft money contri

butions, 1 think what you would

find is that ethanol and Big Oil
would battle it out based on evi-
dence and studies. That’s how
public policy ought to be decid-
ed, not on the basis of political
contributions.” ‘

The Clean Air Act requi
that ethanol or another so—'c?;ed
Oxygenate be mixed with gas in
areas such as Chicago and 1
m“ggnkcc _gn:h excessive car-
X}
o ' or ozone pollu-

Ethanol contains 35 percen

oxygen, and the additional ox§r~
£en content results in more com-
plete combustion in automobile
engines, thus reducing harmfu]
tailpipe emissions, i

the RFA. Overall, the use of
grain-based ethanol] reduces
greenhouse emissions by35to
46 percent compared with con-
ventional gasoline,

‘Ethanol is the safest compo-
Dent in gasoline today,” Shaw
said, noting that it is rapidly
biodegradable in surface water,
ground water and soil, '

Still, ethanol’s environmental
slate isn’t unblemished.

While the use of ethanol gen-
crally improves air quality, it
incr  the release. of other

po!lutants, 3000rd§ng toas
by the U.S. Department of ey
Energy’s Argonne National
Laboratory. _

The research showed fuel

. (A
ethanol leads to increased levels
of toxins called aldehydes and
peroxyacyl nitrates. Those sub-
stances, called PAN, are highly
toxic to plants and strong eye

‘While ethanol manufacturing
also produees a significant
amount of the greenhouse gas
carbon dioxide, it’s a wash over
the entire production cycle
because of the amount of carbon
dioxide absorbed by the corn and
other plants used to make
ethanol, said David Morris, vice
president of the Institute for
Local Self-Reliance. The group
promotes environmentally sound
economic development.

And with ethanol having a
slightly lower energy content
than gasoline, using ethanol
blends typically results in a 3
percent decrease in fuel econo-
my.

Sorme critics also claim that

| claims don’t take into accoumnt all

and recalled that many con-

! ofthe energy consumed tq grow  sumers complained that the new

. the plants used to make ethanol.  reformulated gas with MTBE
But a 1996 USDA study made them feel sick. Enough

. reviewed the entire fuel cycle people complained that state
and concluded that ethanol con-  gasoline dealers eventually all
tains 34 percent more energy switched to ethanol to satisfy the
than is used to produce it. oxygenate requirement.

To promote even greater envi- In addition to these short-term
ronmental benefits, many gov- effects from limited MTBE

. ernment auto fleets, including exposure, a 1996 review by The
Wisconsin’s, are required to use . Health Effects Institute, a part-
“flexible fuel vehicles that can nership between. the EPA and
operate on an 85 percent ethanol  industry, found that high levels
blend called EBS, gasoline or any  of exposure were toxic to the |
combination of the two in the nervous system and caused can-
. same tank. cerous tumors in rats.

‘While such vehicles are MTBE has taken a big hitin
becoming more widely available, recent years as a result of revela-
1t’s still hard for people who tions that it contaminates ground
would like touse EBS to find the  water. That discovery prompted
fuel. The Minneapolis-St. Paul several communities and 10
area is the national leader in E85,  states to start phasing out the -
with about 50 of the 200 refuel- = substance. Congress also has
ing stations nationwide. - - .. consi

- Ethanolis a distant second =
among oxygenates to MTBE,
despite the baggage carried by

" the oil industry’s preferred addi-

tive. Since the federal govern- or, Realrors .
ment in 1995 began requiring ! N
mea 3 1995 b i RUCTION
with bad smog problems, MTBE
has been hit by consumer com-
plaints.

Jim O’Neal, an analyst with
the state Energy Division, said
he worked a booth at the
Wisconsin State Fair that year

With ethanol the primary alter-
native oxygenate, the bad news
for MTBE has been good news
for ethanol and helped spark the.

. industry’s expansion.

“Ethanol is getting more

recognition as a fuel that can

See ETHANOL, Page B5A
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